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In addi.t_ioiT  to rd.1 of “;hc m o n e y s  tlhiC;7
ve a7e obli~atcil to nay you pursuant to .the
terms of said cont2-2ctY we s-l-XL1 pay to you,
conmwrently  kth t h e  e:ieCLIl;IiOD. of t’izj_S
mienciTnem.‘c  9 the SLXU of $7 > 500 .OO’o

In an information  r e t u r n which J,iberty fi-i:!.ed with
respondent for 1961, it reported this ;$ , TOO as royalties

p a i d  t o  a_npellant. $33 ellmt ci:‘~cl. not include the .,.;7 9 TOO in
her  taxab le  incorns  for ‘Aat year 6 ‘i’he proposed  deficiency

assessment here on a-ppenl  is based upon a~pellcai2,t  1 s receipt
o f  that axlount.

App ellmt contends that this $;7 , 500 xhich she
received fro.ii; Liberty in 1961 was nontaxahie  because it
constituted ax mount paid to compensate ‘her for  dma.ges to
her reputation, She alleges that that FayrRent ~a.s rilade by
Liberty in response to her threat to sue to 3;ecover  d,?l;ases
fox the igljury to her reyiut.ation which Liberty had musec? b:r
fai l ing to  Tecord a.n.d ~~x?o;-note  the agreed number of records,
and by faiJ_ir,g to exyioit and publicize appellant. as one of
its leading artists, she states that because of LibeYty’ s
breach of their contract, and the re sultmt deni al of
valuable public emosure  which she suffered, she has been
unable to get a20ther full-time recording cor,tract since the
expiration of hes contract with Liberty0

After the issuance of the proposed additior,S.
assessment here on appeal_ Liberty tmote to raspondmt, sta.i;ing
that  the $7 1 500 pa~fifient  h,-,d hem Ijade. to appellant in 3.961 2x2.
settlement of a claim by her that Liberty  had dmaged  hei*
reputation. In this letter. Liberty said that its book;l::eeping
department had been in error PAen it entered that payment as
a royalty payxent O





After a cal~e"*'uZ  review of t'he entire record Ve
conclude that the 1u.q -sm pqyment received by al>;) eZ_lant in
I_961 fxoin Liberty constituted ta.xzb~Le income, zirld we
therefore affirm responde.ntls proposed assessment,
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